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October 15, 2003

Mary L. Cottrell, Secretary

Department of Telecommunications and Energy
One South Station, 2™ Floor

Boston, MA 02110

Re:  NSTAR Electric, D.T.E. 00-63-A
Energy Efficiency Program Performance
2002 Incentive Reconciliation Report

Dear Secretary Cottrell:

Pursuant to the Offer of Settlement filed in this proceeding on April 10, 2002 (the “2002
Update™) and approved by the Department of Telecommumcatlons and Energy (“Department”™) on
January 28, 2003, attached is NSTAR Electric’s' Incentive Reconciliation Report for energy
efficiency program performance for the period January 1, 2002 through December 31, 2002,
Specifically, in the 2002 Update, the Settling Parties® agreed to performance metrics with respect to
NSTAR Electric’s 2002 energy efficiency programs. The attached report sets forth the Company’s
performance with respect to individual 2002 metrics and the level of incentive actually achieved
based upon 2002 performance. This report and the Company’s documentation supporting 2002
metric performance have been thoroughly examined by the Settling Parties® and their consultants. All
of their comments are reflected in today’s filing.

Thank you for your attention to this filing. Should you have any questions, please do not

hesitate to contact me directly at (781) 441-3300.

Sincerely,

-~

‘George Thompson
Director, Energy Efficiency

Boston Edison Company, Cambridge Electric Light Company and Commonwealth Electric Company are
collectively referred to as *NSTAR Electric” or the “Company.”

The 2002 Update was submitted jointly by NSTAR Electric and the Settling Parties including: The
Conservation Law Foundation; The Energy Consortium; the Low-Income Energy Affordability
Network (including: low-income weatherization and fuel assistance program providers; Action for
Boston Community Development, Inc.; Action, Inc.; Massachusetts Community Action Program
Directors’ Association, Inc.; South Middlesex Opportunity Council, Inc.; and Tri-City Community
Action Programs, Inc.); the Northeast Energy Efficiency Council; and the Associated Industries of
Massachusetts.

! The Conservation Law Foundation withdrew as a Party to this docket on July 31, 2002.
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Mary L. Cottrell,
October 15, 2003
Page 2

ce: Robert Harrold, Assistant Director, Electric Power Division
Michael Killion, Hearing Officer
Norman Getz, Electric Power Division
Larry Masland, Division of Energy Resources
Ted Bohlen, Office of the Attorney General
Roger Borghesani, The Energy Consortium
Paul Gromer, Northeast Energy Efficiency Council
Angela O’Connor, Associated Industries of Massachusetts
Jerrold Oppenheim, Low-Income Energy Affordability Network
Elizabeth Hicks, Kema-Xenergy
David Rosenzweig, Keegan, Werlin & Pabian




NSTAR ELECTRIC

Energy Efficiency
Program Performance Incentive Reconciliation

2002

On April 10, 2002, NSTAR Electric (the “Company”) filed with the Department its
2002 Update (*Update”) to the Company’s three~year 2000-2002 Energy Efficiency Plan,
The Department reviewed, and approved on January 28, 2003, this Update in docket D.T.E.
00-63-A,

Accordingly, during 2002 NSTAR Electric operated comprehensive energy
efficiency programs targeting the residential, low-income and commercial and industrial
("C&I”) customer sectors and agreed to performance metrics for the following energy
efficiency programs:

1. Residential Programs

A. ENERGY STAR® Homes

B. ENERGY STAR® Lighting

C. ENERGY STAR® Appliances

D. Residential High Use

E. Restidential Conservation Services
2. Residential Low-Income Programs

3. Cé&l Programs

A, C&I New Construction
B. C&I Retrofit
C. Small C&I Retrofit

4, C&I Market Transformation Initiatives

A Motor Up Initiative
B. Unitary HVAC Initiative
C. Design Lights Consortium Initiative

.D. Compressed Air Challenge Initiative
E. Operations & Maintenance Training Initiative
F. Management Awareness Initiative
G. Eco-Efficiency Initiative




Section 5 of the Department’s Order Promulgating Final Guidelines to Evaluate and
Approve Energy Efficiency Programs, D.T.E. 98-100 (2000) (“Guidelines™) provides the

Company an opportunity to earn a shareholder incentive, calculated as a percentage of the

budget, depending upon measured performance with respect to pre-defined performance
metrics for each of the above-listed programs. The Guidelines include definitions of a
“threshold” performance level, a “design” performance level, and an “exemplary”
performance level. The threshold performance level is defined as achieving 75% of the
goal. The design performance level is defined as achieving 100% of the goal and the
exemplary performance level is defined as achieving 125% of the goal. The Guidelines
further state that a distribution company that meets at least 75% of its performance goals
may earn an after-tax performance incentive equal to the product of (1) the average vield
of the three-month United States Treasury bills issued in the most recent twelve months,
(2) total program implementation costs as included in the Company’s energy efficiency
plan, and (3) the level of performance actually achieved (capped at 125%).

The Settling Parties agreed to performance metrics as specified in the 2002
Update and attached hereto as Exhibit 1 for ease of reference. The performance metrics
were developed in accordance with Section 5 of the D.T.E. Guidelines with regard to
structure for shareholder incentive mechanisms. However, with regard to calculating
shareholder incentives, NSTAR Electric filed a motion September 25, 2002, pursuant to
the D.T.E. Guidelines at § 1(2), requesting approval of a performance incentive
calculation and rate for 2002 that differed from the method outlined in the Department’s
Guidelines at § 5. Specifically, due to the instability and recent decline of the yield on
three-month Treasury bills, the Company requested Department approval to substitute
4.25% for the average yield of the three-month Treasury bills issued in the most recent
twelve months. In its January 28, 2003 Order in D.T.E. 00-63-A, the Department granted
the Company’s request.

The Company, as specified in the 2002 Update, is now submitting herewith its
incentive reconciliation report for 2002 energy efficiency efforts, including levels of
achievement of applicable metrics, attached herewith as Exhibit 1. Exhibit 2 of this filing
lists the supporting documentation, available upon request, for each metric and incentive
level achieved. Exhibit 2 also sets forth the earned shareholder incentive for each metric.

In sum, the total incentive earned for the program year 2002 was $3,962,076.
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